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NON-CASH TRANSACTION INCENTIVE AND 
COMMISSION DISTRIBUTION SYSTEM 

CROSS-REFERENCE TO RELATED 
APPLICATIONS 

[0001] This application is a continuation-in-part applica 
tion ?led under 35 USC Section 120 of US. patent appli 
cation Ser. No. 09/639,628, ?led Aug. 15, 2000, and Which 
issued as US. Pat. No. 7,472,073 on Dec. 30, 2008, and Which 
in turn is a continuation-in-part application ?led under 35 
USC Section 120 of US. patent application Ser. No. 
08/912,214, ?ledAug. 15, 1997, andWhichissuedas US. Pat. 
No. 6,105,001 onAug. 15, 2000. 

STATEMENT REGARDING FEDERALLY 
SPONSORED RESEARCH OR DEVELOPMENT 

[0002] Not Applicable 

INCORPORATION-BY-REFERENCE OF 
MATERIAL SUBMITTED ON A COMPACT DISC 

[0003] Not Applicable 

BACKGROUND OF THE INVENTION 

[0004] (1) Field of the Invention 
[0005] The present invention relates to non-cash point-of 
sale transaction systems for managing purchase transactions 
and for distributing of purchase commissions among distribu 
tors and users of non-cash point-of-sale transaction systems. 
[0006] Non-cash payment devices, such as debit cards or 
credit cards, provide substantial convenience to purchasers of 
goods or services. HoWever, such payment devices require 
electronic transaction management and accounting systems 
Which incur operating expenses above the cost of goods and 
services purchased With such devices. Traditionally, issuers 
of non-cash payment devices have entered into merchant 
agreements Whereby participating merchants pay commis 
sions to the card issuers in exchange for providing customers 
With the convenience of using non-cash payment devices. 
More recently, competition among card issuers has decreased 
the commission rates that merchants are Willing to pay. Con 
sequently, card issuers have attempted to increase the trans 
action volume by providing various incentives to their cus 
tomers and by aggressive commercial promotion of such 
incentives. 

[0007] (2) Description of Related Art, Including Informa 
tion Disclosed Under 37 C.F.R. Sections 1.97 and 1.98 

[0008] In one knoWn incentive program, such as described 
in US. Pat. No. 4,941,090 to McCarthy, customers are paid 
personal bonuses based upon the amount of personal pur 
chases made With their non-cash payment device. Although 
such an incentive program is attractive to individual custom 
ers, such a program must also be effectively promoted to 
advertise the program and to attract potential customers. 
Additionally, these incentive programs provide no particular 
advantage to the participating merchants, Who must still be 
enrolled on a commission basis competitive With other non 
cash payment systems. It Would therefore be desirable to 
develop a non-cash payment system that provides incentives 
for customers to use the system in preference to other non 
cash payment systems, that Would provide enrollment incen 
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tives to merchants, and Would reduce promotional costs asso 
ciated With attracting and maintaining cardholders. 

BRIEF SUMMARY OF THE INVENTION 

[0009] In accordance With the present invention, a commis 
sion payment and accounting system organiZes transaction 
data pertaining to holders of a non-cash payment device, such 
as a debit card or credit card, into a hierarchical database 
re?ecting the organiZational structure of an incentive pro 
gram for using the debit cards and for enlisting neW cardhold 
ers. Commissions on purchases are electronically transferred 
to the card issuer, and the commission payment and account 
ing system is con?gured to determine and dispense commis 
sion payments to cardholders according to the stored elec 
tronic funds transaction data, the organizational relationships 
among cardholders, and a predetermined schedule associat 
ing proportional commission rates With de?ned organiZa 
tional relationships. 

BRIEF DESCRIPTION OF THE SEVERAL 
VIEWS OF THE DRAWING(S) 

[0010] The foregoing summary, as Well as the folloWing 
detailed description, Will best be understood in conjunction 
With the attached draWings in Which: 
[0011] FIG. 1 is a functional block diagram of a transaction 
system according to a preferred embodiment of the invention; 
[0012] FIG. 2 is a block diagram of an electronic data 
record maintained in a commission accounting and payment 
database of the transaction system of FIG. 1; and 
[0013] FIG. 3 is a structural diagram of the organiZation of 
electronic data records in the commission accounting and 
payment database. 

DETAILED DESCRIPTION OF THE INVENTION 

[0014] Referring noW to FIG. 1, there is shoWn an exem 
plary non-cash payment and commission system according to 
the invention. The system is adapted for managing purchases 
of goods or services by members (i.e., persons or distributors) 
of a netWork marketing, or multilevel marketing organiZa 
tion, and for managing payment of commissions to members 
of the organization according to a hierarchical commission 
accounting and payment method. As described further her 
ebeloW, each member is provided With a non-cash payment 
device 9. The device is tangible, i.e., capable of being grasped 
With the mind or hands. Examples of tangible devices capable 
of being grasped With the mind are a computer database, an 
online membership, an online bank account and a reWard 
membership. Examples of tangible devices capable of being 
grasped With the hand are things made or adapted to transmit 
a purchase or payment such as a debit or credit card, a smart 
card With or Without a chip, and a hand-held device such as a 
cellular phone or portable transmitter. 
[0015] The device is used for making purchases at any of a 
plurality of merchant locations, of Which merchant location 
10 is exemplary. Merchant locations may include both physi 
cal stores and locations and online merchants and service 
providers. 
[0016] The debit or credit card includes means for encoding 
member information thereon, such as by magnetically encod 
ing an account number of the member on a magnetic stripe. 
By prior arrangement With the netWork marketing organiZa 
tion, the proprietor of each merchant location agrees to pro 
vide a discount for each purchase of goods or services by the 
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member as a proportion of the purchase price of such goods or 
services, or as a ?xed amount per purchase. In addition, in 
exchange for providing the discount or in consideration for a 
further discount, the merchant may be provided With oppor 
tunities to market its goods or services to the members of the 
organization, such as by direct mail. 
[0017] A point-of-sale purchase processing terminal 12 
(PPT) is located at location 10. The location may comprise a 
retail site or an operator taking orders by phone for a catalog 
or a computer site being used to sell products through a 
network. 
[0018] The purchase processing terminal 12 is of a knoWn 
type including data entry means, such as a keyboard 12a and 
a magnetic stripe reader 12b, for acquiring data pertaining to 
a purchase; a digital memory (not shoWn) for temporarily 
storing purchase data; and an electronic communication 
interface, such as a modem 120, for communicating purchase 
data and for receiving an authorization signal pursuant to a 
purchase. 
[0019] When a member desires to make a purchase in con 
nection With location 1 0, the member provides his or her debit 
card for entering the member’s account number into the 
memory of the purchase processing terminal 12 via the mag 
netic strip reader 12b, Which may be a non-cash payment 
device. The amount of the purchase is entered into the 
memory of the POS terminal via the keyboard 1211 (or other 
data entry means, such as a barcode scanner). The terminal 12 
is then operative to activate the electronic communication 
interface 120 to establish an electronic data connection 13 
With a debit authorization and transaction processor 14. In 
embodiments Wherein the communication interface 120 com 
prises a modem, the data connection 14 may be a telephonic 
connection or may comprise a connection via the Internet, as 
indicated at 13a. In other embodiments, alternative knoWn 
methods of electronic data transmission may be employed to 
establish the data connection 13. The purchase processing 
terminal 12 is operative to transmit purchase data, including 
the member account number, the amount of the purchase, and 
the identity of the merchant, to the authorization and transac 
tion processor 14. The processor 14 is preferably located a 
remote location relative to the respective merchant locations, 
and is further con?gured to establish electronic data connec 
tions With each of the merchant locations. The processor 14 is 
operative for receiving purchase data and for determining, for 
each purchase, Whether to issue an authorization signal in 
response to the received purchase data. Such a determination 
may be made, for example, on the basis of risk data main 
tained by the processor 14 and relating to the members, for 
assessing Whether there is an acceptably loW risk of default on 
the amount of the purchase. Alternatively, the authorization 
processor may make such a determination by obtaining 
access to a member’s debit account balance. 

[0020] If the proposed purchase is approved, the authoriza 
tion processor 14 transmits an electronic authorization signal 
along the data connection 13 to the purchase processing ter 
minal 12 at the merchant location 10. The purchase process 
ing terminal 12 in turn, signi?es receipt of the authorization 
signal for the member to make the purchase. 
[0021] When a purchase is approved by the processor 14, 
the processor 14 then establishes a data connection 16 With an 
automated clearing house (ACH) processor 17. The ACH 
processor 17 is preferably established at a remote location 
relative to the authorization processor 14. TheACH processor 
17 is further connected With an electronic funds transfer net 
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Work 18 for effecting electronic transfers of funds among a 
merchant account 20, a member account 21, and an organi 
zation or sponsor account 22. For each purchase, the autho 
rization processor 14 instructs the ACH processor 17 to effect 
the folloWing electronic fund transfers: a debit to the member 
account 21 in the amount of the purchase, a credit to the 
merchant account 20 in the amount of the purchase, a debit to 
the merchant account 20 in the amount of the discount or ?xed 
amount, and a credit to the organization account 22 in the 
amount of the discount or ?xed amount. For example, for a 
$20 purchase at a merchant having a discount rate of 10%, 
there Will be a debit of $20 charged to the member account 21, 
a credit of $20 paid to the merchant account 20, and a debit of 
$2 charged to the merchant account 20, and a credit of $2 paid 
to the organization account 22. 
[0022] In addition to instructing the ACH processor 17 to 
effect transfers of funds, the authorization processor 14 is 
con?gured to transmit purchase data to a commission man 
agement system 26 maintained by the netWork marketing 
organization. The commission management system 26 com 
prises a commission management processor 27, an electronic 
database 28 for storing member data and structural data per 
taining to the organizational structure of the organization, and 
a payment processor 29, such as an automated printing and 
mailing facility, for effecting payment to members. The mem 
ber data and structural data are stored in the database 28 in the 
form of a plurality of member records, such as member record 
30 shoWn in FIG. 2. The database 28 is preferably imple 
mented as a structured electronic database in a form compat 
ible With a non-volatile mass data storage device, such as a 
magnetic disk or tape or other knoWn electronic data storage 
device B. 
[0023] The member record 30 includes a plurality of data 
?elds, such as an account number ?eld 32 for storing an 
account number, a member identi?cation ?eld 34 for storing 
identifying data pertaining to a member (such as the mem 
ber’s name, address, etc.), a Personal Business Volume ?eld 
36 for storing a record of purchase discounts, or a portion 
thereof, attributable to the member’s use of the debit card, and 
a hierarchy position data ?eld 38 for storing data identifying 
the member’s location in a commission distribution hierar 
chy. Such hierarchy position data may include, for example, 
points to locations Within the mass data storage device of 
records of other members that are subordinate to the member 
Within the hierarchy, as described further herebeloW. 

[0024] When the authorization processor 14 transmits pur 
chase data to the commission management system processor 
27, the commission management processor 27 associates the 
received member account number With a corresponding 
member record stored in the database 281. Then the commis 
sion management system retrieves the contents of the corre 
sponding Personal Business Volume ?eld 36, adds the incom 
ing purchase discount amount to the retrieved Personal 
Business Volume, and then stores the neW value of the mem 
ber’s Personal Business Volume in the member’s record 30 in 
the database 28. 

[0025] A structural diagram of relationships among mem 
ber records Within an exemplary database 28 is shoWn relative 
to a representative Member A in FIG. 3. The sub-structure 
comprising the records of Members B-H shall be referred to 
herein as Member A’s “doWnline netWork.” Relationships 
Within the database 281 are established as folloWs. When 
Member A recruits neW members to the organization, such 
neW members are established at positions directly subordi 
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nate to Member A in the hierarchy. Such neW members, for 
example Members B and C, Would indicate the fact of their 
recruitment by MemberA on respective application forms for 
memberships, or recruitment and placement by an upline 
sponsor. Established members in the hierarchy are entitled to 
recruit neW members, such that successive generations of 
members Will be established to constitute MemberA’s doWn 
line network. 

[0026] In order to provide an incentive for recruitment of 
neW members and an incentive for members to use the debit 
card, commissions are paid out of the accumulated discount 
credits in the organization account 22. Preferably the com 
missions are paid out at regular intervals, such as Weekly, 
monthly, semi-annually, or annually. In a particularly pre 
ferred embodiment, the commissions are paid at monthly 
intervals. Each member’s commission is determined by the 
commission management processor 27 according to the net 
Personal Business Volume of the members in his or her doWn 
line netWork. For example, a member’s commission may 
comprise a speci?ed proportion of the net Personal Business 
Volume of the members on successive levels of his or her 
doWnline netWork in accordance With a schedule 40 associ 
ating each successive level of the doWnline netWork With a 
selected proportion for that level. Such a schedule 40 is shoWn 
in FIG. 3 adjacent to the exemplary hierarchy. In accordance 
With the schedule 401 MemberA Will receive a commission 
proportional to 2% of the Personal Business Volume of Mem 
bers B and C, 3% of the Personal Business Volume of Mem 
bers D, E, and F, and 20% of the Personal Business Volume of 
members G and H, for a total of $33.50. The schedule of 
proportions 40 is maintained by the commission management 
system 26 for reference in computing commissions oWed to 
each of the members at the speci?ed interval A. 

[0027] As can be appreciated, a variety of commission 
schedules or multilevel payment plans may be employed in 
order to optimize the incentives among the members to use 
the debit cards and to recruit neW members. Further features 
of the commission management system 26 may be developed 
to enhance such incentives. As a further incentive to promote 
use of the debit cards, the payment of commissions can be 
conditioned on achievement of a speci?ed level of Personal 
Business Volume to qualify a member for receipt of commis 
sions from successive levels of that member’s doWnline net 
Work, according to a graduated scale of quali?cation thresh 
old values. In the example of FIG. 3, Member A Would be 
required to accumulate $50 of Personal Business Volume in 
order to qualify for receipt of commissions from the ?rst three 
levels of his or her doWnline network, $100 to qualify for the 
fourth through sixth levels, and $200 to qualify for the seventh 
and eighth levels. In alternative embodiments, a member’s 
Personal Business Volume can provide a basis for computing 
a proportional factor for use in combination With the level 
dependent schedule 40 of proportions employed to compute 
that member’s commission. 

[0028] After the commission management processor 27 
has determined a commission to be paid to a member, the 
member identi?cation data and the amount of the commission 
are transmitted to a payment processor subsystem 29. In a 
preferred embodiment, the payment processor subsystem 29 
comprises an automated printer/mailer for printing a commis 
sion check to be mailed to the member. In an alternative 
embodiment, the payment processor subsystem 29 may effect 
an electronic fund transfer of the commission amount from 
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the organization account 22 to the member account 21, and 
print a statement for mailing to the member. 

[0029] The incentives among the members to use their non 
cash payment devices and to recruit neW members, may also 
be used to recruit merchants to participate in entering into 
discount agreements With the organization. Because the 
members of the organization Would be motivated to use the 
organizations’ payment vehicle in preference to other pay 
ment vehicles, and since the members Would also be desirous 
of achieving the requisite Personal business Volume to 
qualify for increased commissions, the members are more 
likely to make purchases With merchant participants. To 
facilitate this incentive, the merchant can be provided With 
limited access to the organization’s database for marketing 
purposes. For example, aggregate purchase data relating to 
categories of goods purchased by each member can be main 
tained by the commission management system in order to 
alloW the merchant to achieve greater promotional ef?ciency 
by targeting his or her marketing material to particularly 
receptive members Within the already motivated membership 
of the organization. Hence, by entering into a discount agree 
ment With the organization, the merchant can also obtain 
increased marketing ef?ciency by directing promotional 
material to an audience that is readily motivated to make 
purchases from the merchant. For example, the relative fre 
quency With Which members purchase sporting goods Would 
be valuable information to a sporting goods merchant desir 
ous of directing his or her promotional material toWard moti 
vated consumers of sporting goods. The degree of marketing 
support provided to the merchant can be made contingent on 
the magnitude of the discount offered by the merchant. 
[003 0] The terms employed hereabove are terms of descrip 
tion, not limitation, and the scope of the invention is intended 
to be de?ned by the folloWing claims and equivalents there 
under. As can be appreciated, the invention is susceptible to 
variation Within the skill of those knoWledgeable in the per 
tinent art. For example, the practice of the invention may be 
extended to other non-cash payment devices. In such a varia 
tion, the term “discount” as used herein Would be equally 
applicable to denote a premium paid by the merchant for 
conducting a purchase transaction, as Well as a discount 
applied by the merchant to the purchase price. Similarly, the 
“debit account” of the member Would, in such a variation, be 
applicable to a credit balance to be billed to the member on a 
basis separate from, or concurrent With, the payment of com 
missions. 

[0031] In an alternative embodiment, accumulated com 
missions may be paid to an account 23 other than the member 
account 21. For example, the commissions may be paid on 
behalf of a member to a designated account 23 of a sponsoring 
organization, such as a charity, union, or fraternal organiza 
tion, Which has arranged to sponsor use of the device, or 
Which has been designated by the member. Similarly, the 
commissions may be paid on behalf of a majority of or even 
all of the members to a designated account 23 of a speci?c 
sponsoring organization. 
[0032] In an alternative embodiment, the merchant “loca 
tion” 10 can be an Internet Web server capable of processing 
e-commerce transactions. In such an embodiment, the “point 
of-sale” processing terminal 12 Would be a remote computer 
by Which a user may connect via the Internet to the merchant 
site, select merchandise, and enter appropriate purchase 
information. Such information Would then be relayed to an 
authorization processor 14, such that the payment device 
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Would function as herein otherwise described, With the func 
tions of the processing terminal 12 distributed among the 
merchant Web server and the user’s computer or other device 
capable of establishing a connection to the Internet 13a, such 
as a personal digital assistant or digital cellular telephone. 
The merchant location may further comprise a Web site 
depicting Internet merchants, such as an Internet mall Which 
is capable of processing e-commerce transactions. 
[0033] The merchant server may further comprise a cen 
tralized “front end” processor for a plurality of merchants, 
and/ or may relay purchase data to a centralized acceptance or 
authorization processor serving a plurality of merchants. 
Operation of the purchase processing terminal Would proceed 
by having the user establish an Internet connection to the 
merchant server, entering the purchase data, and then trans 
mitting the purchase data to an authorization processor. 

1. A method of distributing commissions to promote use of 
a non-cash payment device that is tangible, said method com 
prising the steps of: 

organizing an electronic database to contain member 
records, each member record identifying a bearer of the 
non-cash payment device; 

establishing a hierarchy of relationships among the mem 
ber records, and storing positional data in the electronic 
database in association With the member records; 

operating a purchase processing terminal to record a pur 
chase by one of the members bearing the non-cash pay 
ment device; 

electronically transmitting transaction data from the pur 
chase processing terminal to a commission management 
processor connected With the electronic database; 

operating the commission management processor to deter 
mine, on the basis of the transaction data, a business 
volume value, and to record the business volume value in 
a member record identifying said one member; 

determining a commission value for said one member on 
the basis of business volume values recorded in other 
member records and on the basis of the positional data 
relating said one member With the other members in the 
hierarchy; and 

effecting a monetary payment in the amount of the com 
mission value on behalf of one member to a designated 
sponsor. 

2. The method of claim 1, Wherein said establishing step 
comprises establishing successive subordinate levels of 
member records relative to said one member Within the hier 
archy, to identify subordinate members recruited by said one 
member and to identify further subordinate members at each 
successive level; and Wherein said determining step com 
prises said commission management processor retrieving 
member records from each subordinate level and computing 
said commission value on the basis of the business volume 
recorded therein for each subordinate member. 

3. The method of claim 2, Wherein said determining step 
further comprises computing said commission value on the 
basis of a schedule of proportions associating proportional 
commission rates With each successive subordinate level, of 
the hierarchy. 

4. The method of claim 3, Wherein said determining step 
further comprises computing said commission value on the 
basis of a predetermined schedule of qualifying business 
volume values. 

5. The method of claim 4, Wherein said determining step 
further comprises retrieving and consulting said schedule of 
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qualifying business volume values to determine at least one of 
(i) a threshold business volume value for payment of a com 
mission to said one member, and (ii) identifying the number 
of successive subordinate levels from Which subordinate 
member records Will be retrieved to determine the commis 
sion value. 

6. The method of claim 1 Wherein said step of operating a 
purchase processing terminal comprises the steps of: 

establishing an Internet connection betWeen a user termi 
nal and a merchant server; 

entering purchase data into the user terminal; and 
transmitting the purchase data via the merchant server to an 

authorization processor. 
7. The method of claim 1 Wherein the non-cash payment 

device is selected from the group consisting of a computer 
database, an online membership, an online bank account and 
an online membership. 

8. A method of promoting a non-cash payment device that 
is tangible, said method comprising the steps of establishing 
hierarchical relationships among a plurality of members bear 
ing non-cash payment devices; 

recording the hierarchical relationships established among 
the members as positional data Within an electronic data 
base maintained by a commission management proces 
sor; 

conducting electronic purchase transactions by members 
using the non-cash payment devices via an Internet con 
nection to a merchant server, and electronically trans 
mitting purchase data to the commission management 
processor; 

determining by the commission management processor, a 
commission value for each member on the basis of (i) the 
purchase data pertaining to the electronic purchase 
transactions made by other members, and (ii) the posi 
tional data relating each member to the other members in 
the electronic database; and 

effecting a monetary payment in the amount of the com 
mission value. 

9. The method of claim 8 comprising the step of effecting 
the money payment to a designated sponsoring organization. 

10. The method of claim 9 Wherein the sponsoring organi 
zation is a charitable organization. 

11. A method of distributing commissions to promote use 
of a non-cash payment device that is tangible, said method 
comprising the steps of: 

organizing an electronic database to contain member 
records, each member record identifying a bearer of the 
non-cash payment device; 

establishing a hierarchy of relationships among the mem 
ber records, and storing positional data in the electronic 
database in association With the member records; 

establishing an Internet connection betWeen a member ter 
minal and a merchant server; 

operating the merchant server to record a purchase by one 
of the members bearing the non-cash payment device; 

electronically transmitting transaction data from the mer 
chant server to a commission management processor 
connected With the electronic database; 

operating the commission management processor to deter 
mine, on the basis of the transaction data, a business 
volume value, and to record the business volume value in 
a member record identifying said one member; 

determining a commission value for said one member on 
the basis of business volume values recorded in other 
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member records and on the basis of the positional data 
relating said one member With the other members in the 
hierarchy; and 

effecting a monetary payment in the amount of the com 
mission value to said one member. 

12. The method of claim 1, Wherein the tangible device is 
selected from the group consisting of a debit or credit card, a 
smart card With or Without a chip, a hand-held device, cellular 
phone, and portable transmitter. 

13. The method of claim 12, Wherein the tangible device is 
a smart card. 

14. The method of claim 13, Wherein the smart card com 
prises a chip. 
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15. The method of claim 12, Wherein the tangible device is 
a hand-held device. 

16. The method of claim 15, Wherein the tangible is a 
cellular phone. 

17. The method of claim 15, Wherein the tangible device is 
a portable transmitter. 

18. The method of claim 7, Wherein the tangible device is 
a computer database. 

19. The method of claim 7, Wherein the tangible device is 
an online membership. 

20. The method of claim 7, Wherein the tangible device is 
an online bank account. 

* * * * * 


